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 July 17 2001 was another mournful day for Hong 
Kong.  On the television screen we saw parents and their 
children weeping together because the latter were 
assigned into band 3 schools.  One wonders why Hong 
Kong is so slow to learn, and why Hong Kong can tolerate 
imposing such psychological pain on parents, students, 
and schools.  All this psychological pain was for no good 
purpose.  Rather, with all the pain, the competitiveness 
and resilience of Hong Kong’s younger generation go 
down the drain. 
 
 There is reason to believe that as long as there is a 
bottom band (or bottom bands) of schools the pain will 
persist and the process of education will be distorted.  
Each primary school will want to drill its students so they 
will “succeed” in escaping the ill fate of being assigned 
into undesirable schools.  With heavy homework and 
drilling all the talk about fostering the motivation to learn 
is empty talk.  Before long, students will have lost their 
interest in study and with that loss of interest so also goes 
their ability.  The assignment of students to secondary 
schools based on five bands of abilities had been the 
single most damaging in our education system.  Other 
problems—and there are many of them—fade in its face. 
 
 Rather than dealing with the problem at the head the 
government is proposing setting up through-train schools.  
That just brings the pressures and frustrations six years 
earlier.  Kids aged four and five will from now on have to 
go to training sessions to allow them to outperform other 
contenders to get a place in the preferred schools. 
 
 Our recommended formula is to allow only the truly 
outstanding students opt for schools of their choice.  The 
rest—perhaps 80 per cent—should be assigned randomly 
to schools in the locality.  The Education Department 
should make sure that each school is adequately funded 
and staffed by qualified teachers, and leave the schools 
alone so they can compete for excellence freely and on a 
level playing field. 
 
 Some of the truly outstanding students may still be 
disappointed because there may be too few places in their 
preferred schools.  But although they may not get into the 
most preferred school, they still enjoy the privilege of 
going to their second or third choice.  Even those who do 
not do well enough to enjoy this privilege will never have 
to be put into a bottom band and allocated into schools 
that are believed to be “bottom band schools”. 
 
 We should reintroduce examinations for writing, 
reading, and arithmetic, and perhaps general knowledge, 
so students in primary schools know clearly that these are 
the important subjects in which they are expected to do 
well.  Without the banding, however, the pressures from 
examinations will be much smaller.  And parents with 
kids to promote into secondary schools will no longer 
have to weep like they have been doing this year and in 
many of the past years.   
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The following story is a typical example of  
day-to-day corruption in China. When a junior bureaucrat 
from Beijing arrived at his new assignment as a 
middle-level local official in Sichuan province, his close 
subordinates instructed him in the local norms for taking 
bribes. They told him how often he could become “ill” 
and how often he could accept invitations to ribbon 
cuttings, both being occasions at which he could accept 
“gifts”, without, as long as he was politically loyal and 
doing a good job, worrying about being accused of 
corruption. Also, he learned that these gifts could amount 
to as much as $10,000 a year, which would be much more 
than his nominal salary.  
 
As this story illustrates, economic reform in China 
has been associated with an epidemic of corruption 
among local government officials. At the same time, a 
large part of the success of the Chinese economic reform 
is attributable to the transformation of the typical local 
government official from being an unproductive political 
entrepreneur to being a productive economic 
entrepreneur.  
 
How can we resolve this apparent paradox? It seems 
that tolerance of corruption, together with the threat of 
punishment for corruption and the selective enforcement 
of this threat, has been an effective way to induce local 
officials to promote economic reform and, equally 
importantly, has served the political objectives of the 
Communist Party. 
 
Although the Chinese authorities have recognized 
the efficiency of markets, they have clung to a dual-track 
economy, , that involves the coexistence 
of newly instituted markets with pre-existing  
arrangements, whereby the allocation of resources 
depends in part on “personal connections” among 
government officials and firm managers. Under  
firm managers have to maintain good relations with 
relevant government officials and managers of other firms 
to ensure the provision of supporting resources (e.g. 
electricity, water, etc.) and the timely delivery of 
necessary raw materials and intermediate goods. In the 
dual-track economy the ability of local officials to 
continue to make  work effectively has been 
critical. 
 
What has motivated local officials to become 
economic entrepreneurs? The incomes of local officials 
are nominally fixed and unrelated to their performance. 
Also, Chinese local officials are not allowed to moonlight 
as formal employees of firms. Then how do the firms 
compensate these officials? The main ways seem to be the 
extraction of bribes or nepotistic favours ( 
and the appropriation of public property or public funds 
for personal benefit (. Both of these 
practices are forms of corruption.  
 
In China corruption has worked in much the same 
way as methods of compensation used in Western 
economies. Corruption, whether in the form of 
 or , mitigates the problem of 
measuring and monitoring economic performance 
because those local officials who make the largest 
economic contribution are likely to be able to extract the 
largest bribes or nepotistic favours or to have the most 
valuable public property to appropriate. Also, the 
compensation that local officials obtain through 
corruption, particularly in the form of bribery, is paid 
directly by local firms, which have the best information 
on the performance of local officials.  
 
But, why use corruption rather than Western 
methods of compensation? The answer is that in the 
Chinese context important political considerations 
mitigate against the implementation of explicit incentive 
schemes. For starters the propaganda of Chinese 
communism has always claimed that every Communist 
Party member is a selfless “public servant of the people”. 
An explicit system of material incentives and rewards for 
local officials, most of whom are Party members, would 
be inconsistent with this propaganda.  
 
In addition, although many government officials 
and Party members play important economic roles in 
China's dual-track economy, many others, including 
many of those connected with the army, are responsible 
only for political, military, and other non-economic 
activities. An explicit system of material incentives and 
rewards for economic performance would undermine the 
political and social standing of those government officials 
and Party members who are not involved in economic 
activities. Because the Communist Party, like any 
political organization, is a potentially fragile coalition, 
jealousy and discontent, especially in the army, would 
threaten to destabilize and to undermine its cohesiveness.  
 
Perhaps most importantly, using corruption as a 
method of compensation has enhanced control over local 
officials by creating a situation in which the Party 
hierarchy always “has something” on everyone. As an 
astute student of China observes: “Because an individual 
knows that higher-ups could charge him with corruption 
at any time, lack of exposure is in effect special treatment 
for which the official gratefully exchanges his political 
support.” In this way, the use of corruption as a method of 
compensation has served the Party's goal of maintaining 
its cohesiveness and absolute political power, which 
continues to yield large benefits to Party members. 
 
Despite all of the bemoaning of corruption, and 
despite some well-publicized cases, until recently few 
corrupt officials have been punished. Nevertheless, the 
threat of punishment together with the selective 
enforcement of this threat has been important. The Party 
authorities have had to deter local officials from being 
excessively corrupt ---- that is, from appropriating for 
themselves more than the amount to which they are 
entitled. Also, the Party authorities must show that they 
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are willing to punish any corrupt official whose political 
allegiance has become suspect. 
 
The 15 Congress of the Chinese Communist Party 
in September 1997, at which the Party announced its 
intention to privatise most state-owned enterprises, was a 
milestone in China’s accelerated transition to a market 
economy. The authorities apparently have recognized that 
the dual-track system, however, effective in the early 
stages of reform, is now an obstacle to China’s further 
development. Many observers of the Chinese economy 
are calling the existing dual-track system the “First 
Reform,” with the ongoing and forthcoming large-scale 
privatisation and the prospective entry into the World 
Trade Organization being the “Second Reform.”  
 
As the market economy expands,  and the 
associated role of local officials as economic 
entrepreneurs will become less important. In this 
transition corruption is losing its role as a way to reward 
economic performance and is becoming instead simply a 
way of stealing. As a result in the last few years the 
anti-corruption campaign has become more serious. 
Recently more government officials have been 
imprisoned or even executed for corruption. Also, 
whereas in the past the authorities discouraged the media 
from reporting cases of corruption, now they are using the 
media to monitor local officials and to uncover serious 
corruption.  
 
The experience of Philippines and Indonesia surely 
has suggested to Chinese leaders that in the Second 
Reform corruption threatens to become a barrier to further 
economic progress and continued political stability. In 
contrast, Singapore, where an autocratic regime employs 
well-paid, efficient, and incorruptible bureaucrats, surely 
provides an attractive model for the Chinese leaders. But, 
can a large country like China emulate a small city-state 
like Singapore?  
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 I agree with my economist friend Prof. Yew Kwang 
Ng, a noted welfare economist, that happiness should 
really the ends of all human activities and endeavours, be 
they consumption, investment, or otherwise (see his 
forthcoming article on happiness in Pacific Economic 
Review).  Education is the most important activity in the 
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life of the modern man, to the extent that formal education 
easily accounts for 19 years of his life: with 3 years in 
pre-school education, 6 years in the primary school, 7 
years in the secondary school, and 3 years in the university.  
Education in many countries may be the biggest or the 
second biggest item of public spending.  Many parents 
want to give their children the best education that they can 
afford, and the cost of providing such education may 
easily become the biggest single item of spending for the 
family after the cost of shelter.  If education does not buy 
happiness, what is it for? 
 
 Yet happiness should not be identified with utility, 
or what I call “utilitarian utility.”  One can, of course, 
define utility in any way one wants, and one could use 
utility as a synonym for happiness.  But consider the 
utility afforded by the great means of transport that we 
have today.  We can travel to New York in fifteen hours.  
We can use high-speed elevators to climb fifty stories in 
hardly more than twenty seconds.  These are amazing 
achievements.  But we cannot say therefore that the 
modern man is therefore happier than his ancestors who 
have to take two months going to New York or two 
minutes climbing seven stories.  The wonderful gadgets 
that we have today can allow us to do much more than 
before, but if what we do does not make us happy, then 
notwithstanding the undoubted utility of these gadgets, 
we make little progress in happiness. 
 
 Some people say that education equips us with 
skills and knowledge.  With skills and knowledge we can 
stay competitive.  If we are competitive we can 
outperform our competitors and we can make a buck.  
This is true.  But making a buck does not necessarily bring 
happiness.  Without decrying the need to make a buck and 
to be equipped with knowledge and job skills, education 
must not merely have such a narrow objective.   
  
 Some people say that education makes us into 
responsible citizens and into upright people.  But does 
learning to be responsible and upright bring utility?  Does 
learning to be responsible and upright bring happiness?  
What does responsibility and being “upright” mean?  
Does it mean doing things that other people want?  Can it 
mean doing things that we want? 
 
 Education must not be the beginning of 
enslavement. Too many people are “educated” but 
actually enslaved.  Enslavement only destroys happiness.  
That is why we see young students committing suicide 
and leading a very empty, unhappy life.  
 
 Education must be liberating.  Education must not 
enslave.  That is why all education must be liberal 
education(we call it liberal arts education at Lingnan 
University).   
 
 The hallmark of liberal education is BRIGHT, and 
being BRIGHT brings happiness and certainly a rich and 
satisfying life. 
 
 B is to be bold.  To be bold is to be ready to 
overcome limits that we often set for ourselves but which 
may not actually exist.  To be bold makes us realize that 
life can offer much more than we think is possible. 
 
 R is to be responsible.  To be responsible is to take 
charge of our own lives.  We make our own choices and 
readily take the consequences of our choices.  We try our 
best to be independent, to live on our own toil, to make 
decisions based on our knowledge of the consequences.  
We know the logic of give and take, and will not run away 
from our consequences.   
 
 I is to be inquisitive.  To be inquisitive is to admit 
our lack of knowledge and therefore humbly seek the 
truth. 
 
 G is to be a generalist.  To be a generalist is to be 
open-minded and to learn about different aspects of the 
world. 
 
 H is to be a humanist.  To be a humanist is to be 
concerned about other human beings living on the same 
planet.  Humanists are happy because to be humanistic is a 
natural instinct that is within all of us. 
 
 T is to be tolerant.  To be tolerant is to respect the 
traditions and beliefs of other cultures and to respect other 
peoples’ choices.  This way we can live harmoniously.  
Living harmoniously makes us happier. 
 
 I pray that Lingnan students will be up to the test 
and will be BRIGHT.  I am sure many of them already are 
BRIGHT.  But they certainly can be even BRIGHTer and 
BRIGHTer still. 
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